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(vi) Provided assistance only for eli-
gible set-aside activities under §35.3535
and conducted activities consistent
with workplans and other requirements
of §35.3535 and §35.3540;

(vii) Provided loan assistance to
small systems consistent with the re-
quirements of  §35.35625(a)(b) and
§35.3555(c)(2)(iv);

(viii) Provided assistance to dis-
advantaged communities consistent
with the requirements of §35.3525(b)
and §35.3555(c)(7);

(ix) Used fees for eligible purposes
under §35.3530(b)(2) and (b)(3) and as-
sessed fees included as principal in a
loan in accordance with the limitations
in §35.35630(b)(3)(1) through (b)(3)(iii);

(x) Adopted and implemented proce-
dures consistent with the requirements
of §35.35630(c) and §35.3555(c)(8) if funds
were transferred between the DWSRF
program and CWSRF program;

(xi) Adopted and implemented proce-
dures consistent with the requirements
of §35.3530(d) and §35.35556(c)(9) if Fund
assets of the DWSRF program and
CWSRF program were Cross-
collateralized;

(xii) Reviewed all DWSRF program
funded projects and activities for com-
pliance with Federal cross-cutting au-
thorities that apply to the State as a
grant recipient and those which apply
to assistance recipients in accordance
with §35.3575;

(xiii) Reviewed all DWSRF program
funded projects and activities in ac-
cordance with approved State environ-
mental review procedures under
§35.3580; and

(xiv) Complied with general grant
regulations at 40 CFR part 31 and spe-
cific conditions of the grant.

(4) Joint report. A State which jointly
administers the DWSRF program and
the CWSRF program may submit a re-
port that addresses both programs.
However, programmatic and financial
information for each program must be
identified separately.

(b) Audit. (1) A State must comply
with the provisions of the Single Audit
Act Amendments of 1996, 31 U.S.C. 7501-
7, and Office of Management and Budg-
et’s Circular A-133 and Compliance
Supplement.

(2) A State may voluntarily agree to
conduct annual independent audits

40 CFR Ch. | (7-1-13 Edition)

which provide an auditor’s opinion on
the DWSRF program financial state-
ments, reports on internal controls,
and reports on compliance with section
1452 of the Act, applicable regulations,
and general grant requirements. The
agreement to conduct voluntary inde-
pendent audits should be documented
in the Operating Agreement or in an-
other part of the capitalization grant
agreement.

(3) Those States that do not conduct
independent audits will be subject to
periodic audits by the EPA Office of In-
spector General.

(c) Annual review—(1) Purpose. The
purpose of the annual review is to as-
sess the success of the State’s perform-
ance of activities identified in the IUP,
Biennial Report (in years when it is
submitted), and Operating Agreement
(if used) and to determine compliance
with the capitalization grant agree-
ment, requirements of section 1452 of
the Act, and this subpart. The RA will
complete the annual review according
to the schedule established in the cap-
italization grant agreement.

(2) Records access. After reasonable
notice by the RA, the State or assist-
ance recipient must make available
such records as the RA reasonably con-
siders pertinent to review and deter-
mine State compliance with the cap-
italization grant agreement and re-
quirements of section 1452 of the Act
and this subpart. The RA may conduct
on-site visits as deemed necessary to
perform the annual review.

(d) Information management System—
(1) Purpose. The purpose of the informa-
tion management system is to assess
the DWSRF programs, to monitor
State progress in years in which Bien-
nial Reports are not submitted, and to
assist in conducting annual reviews.

(2) Reporting. A State must annually
submit information to EPA on the
amount of funds available and assist-
ance provided by the DWSRF program.

§35.3575 Application of Federal cross-
cutting authorities (cross-cutters).

(a) General. A number of Federal
laws, executive orders, and govern-
ment-wide policies apply by their own
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terms to projects and activities receiv-
ing Federal financial assistance, re-
gardless of whether the statute author-
izing the assistance makes them appli-
cable. A few cross-cutters apply by
their own terms only to the State as
the grant recipient because the au-
thorities explicitly limit their applica-
tion to grant recipients.

(b) Application of cross-cutter require-
ments. Except as provided in para-
graphs (c) and (d) of this section and in
§35.3580, cross-cutter requirements
apply in the following manner:

(1) All projects for which a State pro-
vides assistance in amounts up to the
amount of the capitalization grant de-
posited into the Fund must comply
with the requirements of the cross-cut-
ters. Activities for which a State pro-
vides assistance from capitalization
grant funds deposited into set-aside ac-
counts must comply with the require-
ments of the cross-cutters, to the ex-
tent that the requirements of the
cross-cutters are applicable.

(2) Projects and activities for which a
State provides assistance in amounts
that are greater than the amount of
the capitalization grant deposited into
the Fund or set-aside accounts are not
subject to the requirements of the
cross-cutters.

(3) A State that elects to impose the
requirements of the cross-cutters on
projects and activities for which it pro-
vides assistance in amounts that are
greater than the amount of the capital-
ization grant deposited into the Fund
or set-aside accounts may credit this
excess to meet future cross-cutter re-
quirements on assistance provided
from the respective accounts.

(c) Federal anti-discrimination law re-
quirements. All programs, projects, and
activities for which a State provides
assistance are subject to the following
Federal anti-discrimination laws: Civil
Rights Act of 1964, as amended, 42
U.S.C. 2000d et seq.; section 504 of the
Rehabilitation Act of 1973, as amended,
29 U.S.C. 794; and the Age Discrimina-
tion Act of 1975, as amended, 42 U.S.C.
6102.

(d) [Reserved]

(e) Complying with cross-cutters. A
State is responsible for ensuring that
assistance recipients comply with the
requirements of cross-cutters, includ-

§35.3580

ing initiating any required consulta-
tions with State or Federal agencies
responsible for individual cross-cut-
ters. A State must inform EPA when
consultation or coordination with
other Federal agencies is necessary to
resolve issues regarding compliance
with cross-cutter requirements.

[66 FR 48299, Aug. 7, 2000, as amended at 73
FR 15922, Mar. 26, 2008]

§35.3580 Environmental
quirements.

(a) General. With the exception of ac-
tivities identified in paragraph (b) of
this section, a State must conduct en-
vironmental reviews of the potential
environmental impacts of projects and
activities receiving assistance.

(b) Activities excluded from environ-
mental reviews. A State must conduct
environmental reviews of source water
protection activities under §35.3535, un-
less the activities solely involve ad-
ministration (e.g., personnel, equip-
ment, travel) or technical assistance. A
State is not required to conduct envi-
ronmental reviews of all the other eli-
gible set-aside activities under §35.3535
because EPA has determined that, due
to their nature, they do not individ-
ually, cumulatively over time, or in
conjunction with other actions have a
significant effect on the quality of the
human environment. A State does not
need to include provisions in its SERP
for excluding these activities. Activi-
ties excluded from environmental re-
views remain subject to other applica-
ble Federal cross-cutting authorities
under §35.3575.

(¢c) Tier I environmental reviews. All
projects that are assisted by the State
in amounts up to the amount of the
capitalization grant deposited into the
Fund must be reviewed in accordance
with a SERP that is functionally
equivalent to the review undertaken by
EPA under the National Environ-
mental Policy Act (NEPA). With the
exception of activities excluded from
environmental reviews in paragraph (b)
of this section, activities for which a
State provides assistance from capital-
ization grant funds deposited into set-
aside accounts must also be reviewed
in accordance with a SERP that is
functionally equivalent to the review
undertaken by EPA under the NEPA. A

review re-
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